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TO THE SHAREHOLDERS: 


Your Directors take pleasure in submitting this Annual Report to review the past 
year activities. You will find within the brochure the balance sheet of the company together 
with the balance sheet of our Producing Department, P.A.T. Operators Ltd. In connection 
with the Financial Statements and other company activities the following comments are 
submitted. 


EXPLORATION: 


During the last year the Company has taken part in exploration plays which have 
attracted widespread attention. It has added substantially to the number of oil reserves and 
producing wells. Additional equity capital has been used to provide the funds necessary for 
these expansions. 


Of particular interest is the exploration of Bistcho Lake. Located on the north end 
of the Rainbow-Zama Lake trend, this play is particularly well located and consequently has 
attracted considerable interest. The Rainbow-Zama Lake trend is the site of several prolific 
oil fields resulting in considerable attention being paid to those oil companies having land 
holdings in the area. 


Details of our land holdings in this area have been set out in many reports to share- 
holders and consist of total gross acreage of 24,320 acres of which 16,260 are leased acres with 
7,060 acres held as a drilling reservation. Royal American is the operator of this exploratory 
project and holds a 314%% interest. The Royal American 10-10-126-6 well has been drilled 
and during January of this year completion procedures were undertaken. The location of this 
project is such that economical operation can only be undertaken during the winter months. 
Royal American plans to follow up with additional drilling but before a starting date for 
additional work is set, it will be necessary to hold final meetings with our project partners. 


This is an exploratory venture and therefore involves the taking of risks, however, in 
view of the location and geological information on hand, the risks are more than compensated 
for by the possibilities of establishing a sizeable oil reserve. 


Royal American holds acreage on the Blood Indian Reserve. At the present time major 
companies have started exploration in the immediate area and we have decided to wait 
further developments prior to taking any further steps. Tentative discussions with an 
interested company may result in deepening our well for geological information at no cost 
to us. This could result in further activity on this acreage in the ensuing year. 


Other company acreages are being kept under review and in some cases geological 
studies are underway. Activities by other companies in the area of company holdings are 
being watched closely with a view to obtaining any helpful information available. 


FINANCIAL: 


The Financial Statements for the company and its producing department, P.A.T. 
Operators Ltd. are submitted with this report. It was not possible to submit these statements 
on a consolidation basis this year owing to the fact that P.A.T. Operators Ltd. was acquired 
at year-end by Royal American (December 31, 1966 with year-end of P.A.T. being March 31st. 
In subsequent years a consolidated statement will be enclosed. 


The Accounts Receivable and Payable on the company balance sheet in the main 
reflect billing to partners and accounts to pay in connection with the operations at Bistcho 
Lake which were in progress at year-end. The investment in a wholly-owned subsidiary 
reflects the purchase of additional wells in Lloydminster (P.A.T.). In examining the Profit and 
Loss Statement we point out that administrative income was not netted out against adminis- 
trative expenses as in previous statements. Crude oil sales on the company statement should 
be considered together with those sales shown on the P.A.T. Oprators Ltd. statement when 
considering future operations since Royal American sold across to P.A.T. all of their wells and 
properties in the Lloydminster field. General and administrative expenses are somewhat higher 
due to the acquisition of P.A.T. and the work on the Bistcho Lake project. 


The statement reflects the book profit made on the sale of oil wells and lands in 
Lloydminster to P.A.T. in the amount of $310,000. This eliminates a previous deficit leaving 
the Company with an earned surplus of close to $20,000. These properties were sold across 
at a price arrived at by having an independent appraisal made and points out that in a 
producing company the value of lands held can frequently be understated on the balance sheet 
particularly in those instances where wells have been drilled or discoveries made. 


Note 3 to the balance sheet describes the $100,000 Note payable as a result of the 
purchase of P.A.T. This has subsequently been retired by the issue of 66,666 treasury shares. 


FUTURE OPERATIONS: 


The Company intends to concentrate on the development of its Lloydminster holdings 
in order to realize on the potential of this area. The very substantial holdings of proven and 
semi-proven lands in the Lloydminster area and the extensive operations which we profitably 
conduct in this field points this out as being the best course of action to follow for at least the 
next year or eighteen months. This does not mean that we will not take part in other interesting 
plays but rather that our main area of endeavor will be in the Lloydminster field. 


Waterflooding as a secondary recovery technique has been successful in the Lloyd- 
minster area. This results in increases in daily well production and calculated increases in total 
recovery of oil. We are not in a position at the moment to state what the final result could be 
if we completed our development drilling and successfully carried out waterflooding, however, 
it is believed that we will develop a daily production rate of 3,000 bbl./day. This will provide 
a very substantial cash flow, which could be used to finance participations in other exploratory 
areas and result in further discoveries and development programs. 


The recent acquisition of P.A.T. and consolidation of our holdings in the Lloydminster 
field has resulted in Royal American establishing a producing department performing the 
services of oil well Pumping, Accounting and Trucking. We provide these services for other 
well owners in the area as well as taking care of our own production. This Pumping, 
Accounting and Trucking service in short form is P.A.T. Operators Ltd. 


Submitted on behalf of the Board, 


JOE L. MILNER, BSc., PEng., President. 


‘Royal Ud eer We eirelenins wil 


is pleased to present 


P.A.T. OPERATORS LTD. 


(a wholly - Sed, subsidiary ) 


Aerial View of 
Some P.A.T. Operators 
Leases. 


P.A.T. OPERATORS LTD. 


a recently purchased and wholly owned subsidiary of 


ROYAL AMERICAN PETROLEUMS LIMITED 


P.A.T. Operators was formed in 1955 to participate in the activity of the Lloydminster 
area. Initially P.A.T. was a service company and revenue came from accounting and operating 
for other parties. A modest program of acquisition was carefully managed and revenue began 
to reflect well participation. Within the financial means of the Company drilling programs were 
carried out and land was acquired. 


Today, twelve years after incorporation, P.A.T. Operators participates in some 104 wells; 
gross land interests amount to 31,800 acres; twelve vehicles including a service rig, six heavy 
trucks and seven light trucks are in field use. Crude oil sales for June 1967 were 21,731 barrels 
before participation and royalties. 


Major programs are planned with pipeline and field treating facilities under study. Some 
forty locations have been selected for a drilling program with at least twenty to be completed 
as soon as possible. An oil and water transportation program combining pipeline and trucking 
is underway. Accounting and accounting procedures have been examined so as to update and 
modemize. These are all progressive, sensible ideas supported by completed engineering, 
geological and economic studies. 


The problem of increased recovery is now under study. Fireflood and steam recovery 
having been tried with only small success, P.A.T. Operators has ruled out present methods of 
thermal recovery, and is now actively engaged in waterflood studies for four separate pools. 


Royal American Petroleums Limited is pleased with and proud of this new acquisition 
and plans an agressive program of expansion for its new addition—“P.A.T. OPERATORS LTD.” 


P.A.T. OPERATORS LTD. 


Total Wells Operated 142 net 
Wells 80% Participation 85. gross 68 net 
Wells Partial Participation 44 gross 17.6 net 
Total Wells 85.6 net 
63.2 net 
Net Gas Wells 
Net Other net®™ 
Monthly Oil Sales 17,070 bbls. net 
Monthly Gas Sales 356 mcf. net** 
Land 80% Participation 11,760 acres net 
Land Partial Participation 2,734 acres net 
Total Land 14,494 acres nett 
Estimated Proven Remaining Primary Reserves 4,715,945 bbls. 
Estimated Proven Remaining Secondary Reserves 19,481,500 bbls. 
Total Remaining Recoverable Reserves 24,197,445 bbls.tt 


Field Equipment... . 
4 oil hauling trucks 
2 water hauling trucks 
1 service rig 
Field office, warehouse, and yardt 


Field Personnel... . 


1 supervisor 


15 driver-operators§ 


* Does not include abandonments, but does include pressure maintenance. 


** Six month average 1967 net to company. 


+ All acreage in Lloydminster-Lone Rock Area. 
++ D. L. Flock and Associates, Consulting Engineers. 


t Available for outside or contract work. 


§ All personnel skilled and experienced—does not include office staff. 


P.A.T. OPERATORS LTD. 
(an Alberta company) 


BALANCE SHEET 
MARCH 31, 1967 


ASSETS 
Current Assets: 
Cr | ee ree eset RRR Ee Came mer RnR Ree Pr Ore AUR SPREE Sidr Oe Rrra scumsaschten! $ 16,183.14 
Accounts receivables nets. ce ee re et en ee ee ee er eee ‘ 35,939.21 
AGeniledcinterest:recelVable mss crater tec renee eee re 1,001.71 
Prepaid expenses 25 42 47 iin sah cadet Be ON ae TR ee ge ec go eee ere 6,520.91 $ 59,644.97 
Drilline and-Other: Deposits: fc2.c02 ait ee ee ere ee ee Bh act 22,969.27 
Inventory:ol *lubular Gocdsati Cost on ores oe 29,918.51 
Capital Assets, at cost (Note 1): 
ands: leasessand agreements 4... an 9 corm, ee ree ee 544,946.31 
Developineit’ Costs: 5s ete en kee ee es eee aS 183,532.34 
Production’ equipment abcess ake ce ee ea te ee ees 251,955.86 
FUL OS. ye ieee se Seog Oe amet neg nas IL ly © RE i aaa em 55,780.41 
Orgs Cal oMe 9 [eee MERA Rn ERM SEAN there WMO n | (Diy mete emia neater Mecca teh ahe at toe 15,648.87 
|S aun] Co ibst <n atin seredtelon a, od i tee eerste ne Outen oe een rath ce Men Sihn. SenORa fat ky We tna. Wanacneek Mie ne 10,852.34 
1,062,716.13 
Less—Accumulated amortization and depreciation ............000.....:cccceeeteeeee 337,327.26 725,388.87 
$837,921.62 
LIABILITIES 
Current Liabilities: 
Bank loan, secured po sr eee cee cer eae a ee gS $ 54,000.00 
INCA OTE JOR WEI ONE BNIGL YOO RUE! 5 srccguaccadceey 05 scedatocboconsennvedcAsnnd sanansadaaccbadtnnd sondaudeosandnunzcs Sl USaS 
Agreement payable on purchase of properties ...............ccccccccecsneceeseseceevteteeesertesees 44,124.35 $ 129,242.48 
Promissory Note Owicrtomearents © Oni. 11s ee eeene ee ene ee oe 71,000.00 
Deposit Received on Agreement to Sell Interest in Net Assets, (Note 2) ..........0...00000. 71,500.00 
Shareholders’ Equity: 
Share capital— 
Authorized—20,000 common shares, par value 
SE.OO each oni she ee eee es ee ee ee $20,000.00 
Tsswied—=4 OO eshhares. rec aay ees ere eee ety ee Py enon ie Te ee 400.00 
Hamedssurplus sper accompanyincustatemen tae ye eee ee nee 565,779.14 566,179.14 


APPROVED ON BEHALF OF THE BOARD: 


$ 837,921.62 


AUDITORS’ REPORT 


To the Shareholders of 
P.A.T. Operators Ltd. 


We have examined the balance sheet of P.A.T. Operators Ltd. as at March 31, 1967 and the statement of income 
and earned surplus for the year then ended. Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our openion these financial statements present fairly the financial position of the company as at March 31, 1967 
and the results of its operations for the year then ended, in accordance with generally accepted accounting principles applied 


on a basis consistent with that of the preceding year except for the change referred to in Note 1 to the financial statements, 
with which we concur. 


Edmonton, Alberta, PRICE WATERHOUSE & CO., 


August 24, 1967. Chartered Accountants. 


P.A.T. OPERATORS LTD. 


STATEMENT OF INCOME AND EARNED SURPLUS 
FOR THE YEAR ENDED MARCH 31, 1967 


Crude oil sales less royalties and transportation 200.000.000.000. oococcccececececeececeeeceeeeesecee. $ 161,607.06 
Direct expenses: 
SEDEGVISION cet Sewn Maas ON tenet ee a NY Celi QR: Roce tee Stat i NM ate Be 34,153.05 
Pitre PrOusememicals sand eoowele eat rete tN a ee eye ee Ses : 15,227.96 
PG Gipment repairs and emmaimtenan CO... si scons kee ls ask sheeted ete 7,208.41 
DAMA ALCIECisDOSal eee tren etm he tin ee peek ee eee le 13,885.21 
Hee ASOrAUG SUITACEPTCNCAS coat weet Py ti ti ag Re i We Dour ts ook BOP Loe 8,886.68 
PUI NE rent alle ce cau yit Ia, art ely on aes Marine eae nema h ds erct bn, Sige kk Vo 5,108.14 
VZOEROY Cl seater te eee ice tle el eA ees yer Me Miele OO ee eg 6,378.80 
Roach andelease iia intenanee to. vcd nee celts oe ae 4,023.84 
PEOUETEY £ LAX CSU ape: Mame netees cial Ni emigre! Cel: R= 0 eee oc eee ee ote Orla iaD 2: 
PDELLCILY: MMe EXPEND Seat. ot nee ee Nl 7) Oa, a Wie Date eee Un a 4,301.31 
SIUVIOU Ne Wht dec Ge Me PO ay Cie el ach Mle 6 ABI Nota Ree Sean eA rr ne ne 1,820.98 110,151.90 
INGER DIOCOCHOW STeVONUC de, ooo Ai en ae 51,455.16 
EN ETESOLVICG ST CVCTIMG Sth te aR GN oat oe hem, pnt RE Peach ll ae, 80,225.89 
INCEFOper ating aMCOMe sere sch eee ay. ee NE wae hen ta 131,681.05 
General and administrative expense ....... A 2 fas ORE ae ON Farr ae Cots Re a 44,687.51 
Net operating income before the undernoted ...............0.....00..ccccccceeceveeeees 86,993.54 
PAD VISIONS TOF AMOTUZAMONT ANC ACPLEClAtlON sty. ..0- 1d Lee e: vies. Bese eee soos andes ete oceeatnn: 49,263.56 
Pare Orsi ANIC HOLE It CCS < TiCl ames eee ee ota ce secre 0 eet os su egc och oo hess nv ehe sees a time ee. 6,759.35 56,022.91 
30,970.63 
(ONLECSTE AAPOR TAPES Ao, IN ce Aerts Oop a A> coon i RUNS +O APE ORE 9,231.30 
iINetsincomestor-thevy ear (UN OUE3) sare keteece oe ee eee 40,201.93 
ue lus INFAECING se dOGO Seman seen ee rte nts hee ect) Ae eee. ee 150,187.07 
Add: 
Adjustment of prior years’ amortization 
and depreciation (Notes 1) ..ho tk cncrernnenite: $ 74,004.85 
Gamivon: sale onmeapital ASSOts” ico ce enc esecsee Ga 301,385.29 375,390.14 BONE So All 
Karmed surpluseviarch Sls OG7><..4:.¢<ce Se ee ee oe eee $ 565,779.14 


The accompanying notes are an integral part of this statement. 


P.A.T. OPERATORS LTD. 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1967 


1. Accounting Policies: 
a. Accounting Practice— 
The company follows the full cost method of accounting wherein all costs relative to the exploration for and the 
development of oil and gas reserves, whether productive or non-productive, are capitalized and amortized using the unit of 


production method based on estimated recoverable quantities of oil and gas. Depreciation of buildings and equipment is 
provided at rates which are designed to amortize cost over the estimated useful life of these assets. 


b. Change in Accounting Practice— 

Prior to April 1, 1966, the company provided for amortization and depreciation on the basis of amounts allowed by 
Canadian income tax laws. Amortization of oil properties and development costs was charged directly to earned surplus, while 
depreciation of buildings and equipment was charged to operations. 

On April 1, 1966 the company changed, retroactive to commencement of operations, its practice to that of providing 
for amortization of oil properties and development costs on a unit of production method based on recoverable quantities of oil 
and gas, and to amortize the cost of buildings and equipment over the estimated useful life of these assets. This change resulted 
in a credit of $74,004.85 to earned surplus in respect of prior years, and a reduction of $14,616.34 in net income of the 


current year. 


2. Deposit on Sale of Interest in Net Assets: 

On December 30, 1966 the company entered into an agreement to sell 20% of its net assets for $200,000 on the 
condition that the total consideration would be received by March 1, 1967 or the company could, at its option, sell to any 
other purchaser the interest represented by the unpaid balance on that date. To date only $71,500 has been paid and 
accordingly the results of the sales agreement have not been recorded. 


3. Income Taxes: 

Under Canadian income tax law, exploration and development expenditures including property acquisition costs may 
be deducted from taxable income or, if such expenditures exceed taxable income for the year, the excess may be carried 
forward to subsequent years. As a result of applying these provisions no income taxes are payable for the year. 
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ROYAL AMERICA 
(an Alber 


BALAN 
DECEMBE 


ASSETS 
CURRENT ASSETS: 
AcCrned Interest ei e..tuta staneiparten ee eee ee $ 545.45 
accounts receivable a(Note~ 1): 2hskcy sie er ee 174,120.84 
Note receivables Paci ican nash, cnaces Seen tec nd 18,000.00 
Prepaidexpenses. anddeposits .a746 ee yee 1,122.60 
Marketable securities, at cost (quoted market value $46,296.29) 5.7 oe eee 49,605.39 $ 243,394.28 
Note receivable from wholly-owned Subsidiarys:.1\,... een stot ane eme aay ee ae 71,000.00 
INVESTMENT IN SHARES OF WHOLLY-OWNED 
SUBSIDIARY; ‘at ‘cost(Note: 2) i. 0720s pe er ne 812,000.00 
FIXED ASSETS, at cost: 
Lands, leases, agreements and development ‘costsassae, tt ee 725,364.02 
Eroduetion, equipment 213.4). 7ii2 8 ca) eee =, Sennen Mee 36,921.08 
Office cequiprient ) a iac7 sate, Sk ge Recs cn ene 10,984.07 
Automotive equipment 505: /\144s. a een Ge ria eck Otay A mee ee 4,020.20 
777,289.37 
Less—Accumulated depreciation, depletion and amortization ............ 52,364.11 724,925.26 
DRILLING AND RESERVATION DEPOSITS |. 36,693.75 


Peneeeean es PRED hie, 


aReee Director. 


$1,888,013.29 


The notes to the financial statements 


The Auditors’ Report is attached 


PETROLEUMS LTD. 


sompany) 


mem SHEET 
1, 1966 


LIABILITIES 
CURRENT LIABILITIES: 
Demandiloant payablesmen tes acces AN Ae ec ch an lec at neck $ 40,000.00 
@heques-issued an excess "of bank balance cocccce6 cc ccc scnseseovves soszsceeeeacteatsevsscac lessees 4,686.65 
ACCOUNTS DAV ADOT y sruner et Sheet tptete GRE rpg nS onde Unser pin iW pide mina 166,834.25 $ 211,520.90 
IN GED Bera YA Is Fuh (NOC 2S) acon gtac hh. 1a cise wes trad huni MMe me nes ese e EE 100,000.00 
DEFERRED LIABILITY: 
Participants’ share of drilling deposits ..............0....ccccccceccceeececceee. Ea ee 2,000.00 
SHAREHOLDERS’ EQUITY: 
Share capital (Note 4)— 
Authorized— 
4,000,000 Class “B” common voting shares without nominal or 
par value not to be issued for a consideration in excess of .............. $5,000,000.00 
Issued— 
Shares 
Balance December 31, 1965 ..............:cccccccccccceeees 1,639,464 $ 832,773.00 
Issued during the year for cash .......................... 350,000 542,500.00 
Issued for shares of P.A.T. Operators Ltd. ........ 100,000 180,000.00 
2,089,464 Wopor2is.00 
Earned: surplus, per accompanying statement (o.26..c.es-teesorececazacocaers gts eteaceetecastaes 19,219.39 1,574,492.39 


CONTINGENT LIABILITIES (Note 5) 


$1,888,013.29 


an integral part of this statement. 


this Balance Sheet. 


ROYAL AMERICAN PETROLEUMS LTD. 


STATEMENT OF PROFIT AND LOSS AND EARNED SURPLUS 


FOR THE YEAR ENDED DECEMBER 31, 1966 


Crude oil sales (IN ote (6). facie foc Sie rains cose Seniesa sd Ge ea 

Production expense: 
Royalties! Osi ctescvtecte veep rie igs oo oe Ie ede Ve a $ 5,583.97 
Operating expense (including rental purchase payments of $12,292.45) ......0....... 49,129.14 
Net loss on testing and operating Blood Indian well ............0....:. cece eee 3,478.98 


Other income: 


HM Cimiristration LEOS: con coh cal teen eee ete es eee nat em 14,808.74 
Trnte reste ae rnc i Os UN cee teeta se tal Cole VU RO cee 2,797.08 
MiSCelATICOUS A coos Soecc Zac elie ReSourCe 2,855.20 
General and administrative expense: 
Salaries eee RRO ct eerene OM ey AERC PUNE a AULA UN na yl san old la ahansuebabone 31,097.96 
Employee benefits .............. sd lgntald shen alee Sacco Sins ec ae AE NE Oregano ee 1,540.33 
OFC andistationer yen ts tak cece acc ee eT ae eer 4,670.95 
Telephone=and: tele@ray hy to se:,cs cn ded ewro nas ean eae 3,796.95 
OPC Teneo Seth BR Cees eae oe eR iach ASN AE ee 3181.50 
iLravelling:and-«SUbsistOnce! e-ccccke ee otter ee 4,704.10 
1 Gok big: ha Vel 1 eer peer MneneRner ie ee eres PMN RRL EU Undo Ufo) lun Cred ated 8 Uc sagntdaninhione 865.21 
Mapsreportsand: fees) = ances ch ante cesses er ee TLESE SS 
Reports and releases to shareholders. ............00...000..cccccccceceeeeeeeeeeeeeeeeeseuneeseenseseentetens 2,104.18 
Professtonal | fees re i cee eT eae ee SA thee 2,921.00 
TT rAnSbEr MLEES acre eat Nocatee Racy asad RRC RS 2,189.88 
Interestyand, bank icharees7e tence cce sie oe eee ee te ee ee 5,585.85 
BusineSs) GaKx@s yo.c5, 85.504 a based eee xe sos peec tsi eee ae caer ee eer ee 580.40 
Advertising ‘and promotion - 3.45: 5. ee ered deo ee 2,457.65 
Miscellam@ous: sso peeavcote: Ubena eae oc ahs rasre ate Re ROIs GA ee OE OZ TEO 
Other expenses: 
Provision for depreciation, depletion and amortization ............. Fr Me ne ey 23,898.24 
Listing and’ financing Costs 2 a8 op se yee ee, ih, ce ee me 6,779.55 


NET LOSS FORTTHE. VEARS(Notet() ccc eee ye ee cee 
Deficit,; Decembers315 SUGGS ae ores rs eats ne ere A 196,708.21 
Gain‘on:salevof spropertiess(Note:G) 44.2 eee Lelaeaha Sacamencel7 ots oe ean ea 310,135.62 


EARNED SURPLUS, DECEMBER <3], 1966 13t oe ee 


The accompanying notes are an integral part of this statement. 


AUDITORS’ REPORT 


To the Shareholders of 


Royal American Petroleums Ltd.: 


$ 48,760.23 


58,192.09 


( 9,431.86) 


20,461.02 


11,029.16 


74,559.39 


63,530.23 


30,677.79 
94,208.02 
113,427.41 


$ 19,219.39 


We have examined the balance sheet of Royal American Petroleums Ltd. as at December 31, 1966 and the statement 
of profit and loss and deficit for the year then ended, and have obtained all the information and explanations we have required. 
Our examination included a general review of the accounting procedures and such tests of accounting records and other 


supporting evidence as we considered necessary in the circumstances. 


In our opinion, and according to the best of our information and the explanations given to us and as shown by the 
books of the company, these financial statements are properly drawn up so as to exhibit a true and correct view of the state 
of the affairs of the company as at December 31, 1966 and the results of its operations for the year then ended, in accord- 
ance with generally accepted accounting principles applied on a basis consistent with that of the preceding year except for 


the change described in Note 7 to the financial statements, with which we concur. 


Edmonton, Alberta, PRICE WATERHOUSE & CO., 
June 30, 1967. Chartered Accountants. 


ROYAL AMERICAN PETROLEUMS LTD. | 


NOTES TO THE FINANCIAL STATEMENTS 
DECEMBER 31, 1966 


Note 1—Accounts receivable: 


, The company has commenced legal proceedings to collect an account receivable in the amount of $113,000.00. The 
company’s legal counsel has expressed the opinion that the account is collectible in full and that the company holds good 
security. 


Note 2—Investment in shares of a wholly-owned subsidiary: 


As at December 30, 1966, the company acquired all the issued shares of P.A.T. Operators Ltd., an oil producing and 
development company. 


Note 3—Note payable: 


On April 4, 1967, in accordance with the terms of the agreement for the purchase of the shares of P.A.T. Operators 
Ltd. the company exercised its option whereby the note payable in the amount of $100,000.00 was paid in full by the issue of 
66,666 treasury shares. 


Note 4—Share capital: 


A. On October 13, 1965, the company entered into two stock option agreements with key management personnel 
whereby they were granted the right to purchase at 90c per share 13,000 Class B voting shares on or before each anniversary 
date, for the next five years, for a maximum of 65,000 shares. To date, none of these options have been exercised. 


B. The company has allotted 4,860 Class B voting shares for the purpose of purchasing all of the outstanding shares 
of Ribrock Oils Ltd. by the issuance of 5 Class B shares for each outstanding share of Ribrock Oils Ltd. To December 31, 
1966 the company received 616 shares of the 972 issued shares of Ribrock Oils Ltd. in exchange for 3,080 Class B voting 
shares of its own stock. 


C. By a special resolution amending the provisions of the Memorandum of Association dated September 7, 1966 
the company diminished and increased its authorized share capital from 2,000,000 Class A non-voting common shares without 
nominal or par value and 2,000,000 Class B voting common shares without nominal or par value all of which shares may be 
issued for a maximum consideration not exceeding in the aggregate $1,500,000.00 to 4,000,000 Class B voting common shares 
oe nominal or par value which may be issued for a maximum consideration not exceeding in the aggregate $5,000,000.00 

y: 
1. the cancellation of 2,000,000 Class A non-voting common shares without nominal or par value 


the creation of 2,000,000 new Class B voting common shares without nominal or par value 


3. the resolving that the maximum price or consideration at or for which all the shares without nominal or par 
value may be issued shall not exceed in the aggregate the sum of $5,000,000.00. 


Note 5—Contingent liabilities: 


The company is contingently liable as guarantor of bank loans amounting to $62,240.00. 


Under an agreement entered into August 1966, the company is committed to purcase before August 1967 from 
Mirelis Investments Ltd., 50,000 shares of Consolidated West Petroleum Ltd. at the average market price, including broker- 
age ($1.8792 per share) to Mirelis plus a fee of 22c per share charged by Mirelis, i.e., $2.0992 per share for a total of 
$104,960.05. In the event of default on the part of the company, Mirelis has the absolute right to dispose of these shares 
and claim from the company the deficiency, if any, between the net selling price and the amount of $104,960.05. At 
December 31, 1966, the quoted market value of these shares was $79,500.00. To date, the company has not exercised its 
right to purchase these shares. 


Note 6—Sale of properties: 


At December 30, 1966 the company sold to P.A.T. Operators Ltd. all of its producing properties in the Province of 
Saskatchewan for the sum of $520,000.00. 


Note 7—Change in accounting policy: 


Prior to January 1, 1966 it was the company’s practice to capitalize property acquisition costs, geological and geo- 
physical expenditure and the costs of productive wells and to charge against income as incurred, dry hole costs, exploration 
expenses which did not result in the retention of properties, lease and reservation rentals, exploration overhead and the cost 
of properties abandoned at the time of surrender. With the current year, the company having adopted the full-cost method 
of accounting, all amounts expended with respect to the acquisition, retention, exploration for and development of oil and gas 
reserves, whether productive or unproductive, have been capitalized as representing the cost of the company’s reserves. 
Proceeds of disposals ordinarily will be applied in full to reduce the costs. 


Provision for depletion has been computed by the unit of production method based upon the total costs in relation 
to overall estimates of proven reserves of oil and gas. In former years depletion was computed on capitalized costs relating 
to producing properties on a field basis. 

Production equipment continues to be accounted for separately and depreciated by the straight-line method at rates 


designed to amortize costs over the estimated service life of the assets. This change in accounting for dry holes and properties 
had the effect of decreasing the net loss for the year by $140,358.41. 


ROYAL AMERICAN PETROLEUMS LTD. 


CONSOLIDATED BALANCE SHEET 
AS AT JULY 31, 1967 


ASSETS 
Current Assets: 
Gashronvhand andainsthe tbanks pee eee re $ 24,557.97 
AC EOUNtS  TECEL VAD LS eee eer react ECE Fe I ei fee ore ora Re 209,578.80 
Accounts receivable re: sale of interest in properties ..............0...00::cccecceeetees 108,500.00 
IN GEES *ECEL VAD Le eee re eee ee oe Ey ee anne Ee tn ROP eE A 9,000.00 
6081 shares of Consolidated West Petroleums Ltd. at cost .............0..0000:cccceeeeeee 9,282.57 
Field -suppliés ath. cost gc eee teh ce neeiat ero eae CR ete ttr rete: Ma ae een rt ae 4,945.06 
Prepaid! WEXPEMSEs sec eleeescsic. sutras sees sec yhs eecm aegceie eNaaae seen net ee 1,890.42 $ 367,754.82 
Refundable Deposits: 
Drilling’ Reservation. and other saeposits |. ee ee Rese, ee eee er ee BlesoieZo 
Government or Canada special refundable taxieaner eee ye eee eee eee ee ee 1,815.00 Souijoe2o 
inventory2oh Casincsanc mol imeyralnCos tame ea ree ne etre enn one rene eee ene 29,918.51 
Excess of Cost.over) book-value of Subsidiary 312-8..<-045eeee ae es se 240,617.15 
Capital Assets, at cost: 
Land, Leases, Agreements and Development Costs ............0....00000::cccccececttettcette 1,340,247.42 
Productions Equipments cece eee eee ee ee et rer ee ee 238,485.77 
AutomotuVe. Land Service, Equipment... ac aude dee cats ae eee ee eee 72,329.28 
BRL GIN S Wt EERE, AY CRE Ocal ci CARR tet kee GkUh. 8 spear aad Aan Ty Cumann: SeONUO. operat Sr URe aetna 10,852.34 
Offices Murnitures an die LXE see ee ee eee eee ee er ee eee ee 11,401.40 
1,673,316.21 
Less: Accumulative Depreciation, Amortization and Depletion ............................. 355,106.69 $1,318,209.52 
$1,989,672.25 
Directorate 
Director.. 
ROYAL AMERICAN PETROLEUMS LTD. 
CONSOLIDATED BALANCE SHEET 
AS AT JULY 31, 1967 
LIABILITIES 
Current Liabilities: 
Bank: ‘Loans,secured:) cca. Ac ee ere ee $ 71,000.00 
Accounts Payable sc Otlichintd bat oke hte ag A Be OE ee ene EO ee ke Ra ye EES 207,698.73 
Agreement Payable-Golden Spike Petroleums Ltd. .....0...0...00cccccccccesescesesesteesteceeens 40,582.70 $ 319,281.43 


Other Liabilities: 
Participants share of drilling deposit ............. eats SA) TEE TIS SO Nt A Me 2,000.00 
Share Capital: 


Authorized: 4,000,000 Class B common voting shares 
without nominal or par value which may be 
sold for a sum not to exceed in the aggregate... $5,000,000 


Issucd— Glasses Bavotin cus hares a eee canta anneal () 1,653,938.00 
Allotted—Class B voting shares. ........csscscc Sess eesteceee, 1,780 1,335.00 
2,156,130 1,655,273.00 
Surp liste ees EMS RE OPMENT R EON ier HEN Rae oy ei ae 13 i782, 1,668,390.82 


$1,989,672.25 


ROYAL AMERICAN PETROLEUMS LTD. 


CONSOLIDATED STATEMENT OF INCOME AND SURPLUS 


FOR THE PERIOD ENDED JULY 31, 1967 


Oil Production Revenue, after royalties and transportation .........00.00.0.00ccccccccccecscseeseveeees 


Other Income: 


IMECKESE Ihe cartes: 


PRC PMS PT ALIVE Ce OSs cree oA eee a ok det fy nee ANG Eg oe tne, ART OEM, pclieeaae 


INGEBSELVICE MIRE VEIL Ge atone Cee ae ete RO Oe eh MEO des ett A es ere a 


Production Expenses 


Gemeraianden Giiinistrati ve: EXPENSES vo.oc 45. 5 cn ow is ngcah cas bead bl oh oancnnciag cousin ceRlgma ok eavonde tees 


Other Expenses .......... 


Provision for Depreciation, Amortization and Depletion ..............0..0..0..::0ccccccetceteeceee 


Net Loss for the seven 


HOOD tH METI OC eterna cers nee Minn eee ess. 


STRESS ME OTMRG COP RPETIO’. 6,06 a2- 80) crags setae tcstenesr cate a4 Rea asobnase hed ena anes 


Surplus, July 31, 1967 


7,005.10 
1,950.00 
37,414.63 
43,919.51 


68,300.93 
5,132.08 


$ 114,884.43 


90,289.24 


$ 205,173.67 


93,784.80 


$ 111,388.87 


73,433.01 


$ 37,955.86 


44,057.43 
$ 6,101.57 
19,219.39 
13,117.82 


